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- Pacific began deleting necessary infonnation from CSRs

provided to AT&T; and

- Pacific misbranded operator service calls as Pacific calls to

AT&T customers.

Please describe the completion notices problem.

Beginning in February, 1997, we were receiving a number of

completion notices that were missing features or included features that had

not been ordered. This number continued to grow each week, and the

percentage of orders that had this discrepancy also continued to grow.

When I infonned Pacific of this problem, they assigned one employee to

''fix'' these orders. While I did not believe one person was sufficient, it was

better than none.

On the 19th of February, I received a letter from Pacific (attached and

marked as Attachment 9) I indicating that Pacific was continuing to work on

the root cause analysis of this problem and that they would be adding 25

people to the quality process in March. Pacific also assured me that it was

committed to delivering quality serJice for our resale needs.

By March 13, I found that the number of orders with completion

discrepancies had doubled in the last month. I so infonned Pacific and I

asked Pacific to send me by March 19 a very specific, week-by-week plan

detailing how they would address this situation. On March 18, Mr. Stankey

wrote back (the letter is attached and marked as Attachment 10) in regard
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to this situation. He stated in his letter in regard to AT&Ts unresolved

completion notice discrepancies (referred to in the letter as backlog

reduction) that it was unfortunate that Pacific "didn't move the dedicated

resources promised in our letter of February 12 as quickly as we had .

anticipated." Mr. Stankey also stated that as of March 22, they will have 4.5

equivalent people working on this situation. In addition, he stated that they

will concurrently start a team to understand the root cause of these

problems.

I have had one of my team members prepare a char:t (attached and

marked as Attachment 11) which shows the number of incorrect completion·

notices received from Pacific over the 1st quarter. As can be seen the

cumulative numbers of completio.n' notice discrepancies has continued to

increase throughout the 1st quarter.

Please describe the CSR problem during the 1st quarter of 1997.

In Late January, 1997, we discovered that we were in receipt of

misdirected CSRs that should have been sent to other CLCs and had been

sent in error by Pacific to AT&T. VVe communicated this problem to Pacific

at that time. I have learned since then that other CLCs have received AT&T

customer CSRs.

While the problem has not recently reoccurred, Pacific has never

assured me that they have put in place a mechanism to prevent this from

happening again.
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1 In addition to the misdiredion of CSRs, AT&T also enCC?untered a

2 problem with Pacific's censoring of certain data from CSRs, which are

3 necessary for AT&T to provision the service with all the features the

4 customer expeds to receive. That problem is described in more detail in

5 Mr. Huels' testimony and, to my knowledge, remains unresolved to this

6 date.
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Please describe the operator service misbranding problem

during the 1st quarter of 1997.

Another troubling area is in the provision of operator services. The

problem is that Pacific "brands" operator services as "Pacific Bell" to our

customers. AT&T first brought this to Pacific's attention in Odober of 1996.

At that time Pacific did identify a process breakdown and indicated that they

had put in effed a new process that would corred the problem. I

considered the problem resolved. However, AT&T subsequently found and

advised Pacific in January, 1~97, that some AT&T resale customers were

continuing to receive Pacific operator services branding. After receiving no

satisfadion that the issue had been resolved, AT&T, in February again

advised Pacific of the continued branding problem and requested that

Pacific take corredive adion to stop the misbranding. To date, AT&T has

received no assurance from Pacific that it has solved the misbranding

problem other than a claim by Pacific that these were "isolated errors."

remain unconvinced.
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1 Q. Have you reached any conclusions as to why Pacific has

2 encountered the many problems and delays you discussed above?

3 A. Yes, I have reached several conclusions in that regard. One

4 possible explanation is that Pacific is intentionally attempting to limit its loss

5 of local market share, at least until it or its affiliate has entered the long

6 distance market. While I don't entirely discount this possibility, I am

7 unwilling to make such a claim at this time.

8 However, I do believe that for whatever reason, Pacific's

9 management completely underestimated the complexity of providing resold

10 local service to CLCs. When faced with the results, as I have detailed

11 above, Pacific reacted very slowly and with limited resources. Indeed,

12 Pacific has yet to demonstrate that it will devote the necessary resources,

13 i.~., trained personnel, effective processes, and workable systems,.to fix the

14 problems and meet the demand from its CLC customers. Finally, I am not

15 certain that this problem has really caught the attention of Pacific's upper

16 management.

17 Q. Could you give some spe.cific examples of why you reached the

18 above conclusion?

19 A. Yes. Based on myreview of the answers to the data requests

20 provided by Pacific and the depositions taken of knowledgeable Pacific

21 employees, I can give the following examples. The first concern is the

22 overall capacity of the L1SC and its ability to handle orders.
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1 Pacific's initial demand forecasts significantly overestimated the

2 demand it would face in early 1996 for resold local service. During 1996

3 Pacific revised its demand forecast of 1996 volumes downward on five

4 separate occasions. Indeed, Pacific's last revision in 1996, on November 9,

5 1996, showed a projected year-end volume only 4% the size of its initial

6 volume...

7 When the expected demand did not materialize in early 1996, Pacific

8 significantly reduced the staffing of the L1SC, reassigning employees to

9 other operations. Pacific also slowed the development of its systems,

10 processes, and training.

11 However, when significant demand for resold local service began to

12 come through from CLCs in October, 1996, Pacific found itself in a position

13 where it was totally unable to meet the demand in a timely and accurate

14 manner - a position from which it has still not extricated itself even today,

15 seven months lajer. Also, Pacific admitted it has no idea when it will be.-
16 able to solve the backlog pro~lem. (Deposition of John Stankey, pp. 107-

17 109.)

18 One of the reasons why Pacific may have been unable to meet the

19 demand in the 4th quarter of 1996, was that it had cut its cost estimate for

20 the funding of the L1SC throughout 1996 by the same order of magnitude as

21 it reduced its demand forecasts. Indeed, its end of year 1996 actual

22 expenditures were even lower than its last cost estimate. The costs
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1 decreased because employees were simply transferred out of the L1SC and

2 not transferred back in time to meet the demand.

3 Pacific attempted to meet the then burgeoning demand for resold

4 local service by transferring back to the L1SC some of the employees .

5 previously transferr:ed away and by adding temporary help from agencies.

6 However, both the permanent employees and the temporaries were not as

7 productive as Pacific had anticipated. In the words of Mr. Jerry Sinn - then

8 the Vice President in charge of the L1SC:

9 "[VVJe were not getting the productivity out of the process
10 that we had assumed in building our force models ... so
11 from that perspective, we were not staffed sufficient to
12 meet the total demand of work required to process the
13 service requests." [Deposition of Jerold R. Sinn, Vol. I, p.
14 89J
15

16 Pacific had, in fact, ·totally underestimated the time it would take for

17 their service representatives to process orders. This was due to the highly

18 manual processes used by Pacific and the lack of adequate training given

19 to those employees - ''we probably needed more remedial training than we

20 . had in place" QQ. ar90).

21 It is my understanding that during this time (late October, early

22 November 1996) Ms. Lesley Woods, Pacific's Director for preparing L1SC

23 processes, had recommended, after studying.the needs of the L1SC, that It

24 be staffed up to a level of between 700 and 800 employees by the end of
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1 the year. This recommendation was apparently not promptly acted upon by

2 Pacific.

3 As a result of Pacific's severe understaffing of the Lise at this critical

4 juncture, a backlog of orders began to develop, a backlog which continues

5 to this day. The backlog consisted of three components:

6 - Failure to furnish FOCs or rejections within 4 hours;

7 - Failure to migrate customers or provide service to new

8 customers within 3 - 5 business days;

9 - Failure to provide completion notices within 24 hours after

10 service has been migrated or installed.

11 Pacific characterized the reasons for the backlog at this time, in

12 answer to MCI data request No.114, as being caused by:

13 ". Not having staffed to the original plan, there were not
14 enough representatives to meet this sudden increase in
15 workload.
16
17 • System enhancements that were promised for the 4th
18 Quarter, 1996, and would have facilitated an actual
19 reduction in headcount, did not come to fruition.
20
21 • The actual time to process an order took longer than
22 had been forecasted in the original activity models."
23

24 At the same time this backlog in order processing was developing,

25 significant errors were being found in the orders that were being processed.

26 These errors included most significantly:

27 - Migrated customers were being disconnected;
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1 Listings for migrated customers were not being included or

2 were incorrectly listed in the 411 data base.

3 I will discuss these errors in more detail in the next answer.

4 At the same time this was happening Q.~., December, 1996) Pacific

5 was nevertheless assuring AT&T that it was capable of increasing the

6 capacity of the L1SC to 2,000 orders per day by the end of January, 1997.

7 (See Attachment 3.)

8 Even more egregiously, Pacific increased this promise to 4,000 per

9 day by January 31, 1997, in a December 13, 1997, letter to the FCC by

10 their chief federal lobbyist, Mr. Thomas Moulton. (See Attachment 4.)

11 Interestingly, just 2 days previously, a letter from Pacific to AT&T was still

12 using the 2,000 per day figure. (See the letter from Pacific to AT&T,

13 attached and marked as Atta9hment 12.) None of the Pacific employees

14 who were deposed could explain how the 4,000 per day promise was

15 derived or that they were ever consulted prior to it being made public.
4" .

16 I believe that this number was simply fabricated by Mr. Moulton in an

17 . attempt to influence the FCC. This-conclusion is buttressed by the fact that

18 in a letter to me from Mr. Sinn dated December 17,1996, but postage

19 machine dated January 2,1997 and received on January 15,1997, and

20 which Mr. Sinn admitted he predated (deposition of Jerold R. Sinn, vol. I, p.

21 79), the 4,000 per day number first appears in correspondence addressed

22 to AT&T. (See Attachment 5.)
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1 Despite Pacific's self-serving and misleading statement~ at that time,

2 none of the deponents were able to detail any plans Pacific had which

3 would have increased its Lise capacity to 4,000 per day by the end of

4 January, 1997 or that they, or anyone they knew, ever spoke to Mr.

5 Moulton. (Even if Pacific had been able to process 4,000 orders per day at

6 that time, it still would not have been enough to meet Pacific's then current

7 internal forecasts for March, 1997, demand.) Indeed, Mr. John Stankey,

B now the Vice President in charge of the L1SC, indicated in his deposition

9 that when he took over responsibility for the L1SC in January, 1997, and

10 learned of the 4,000 per day estimate, he considered that it was not doable.

11 (Deposition of John Stankey, p. 53.)

12 Now that complaints have been filed and Pacific is required to give

13 sworn testimony. it estimates that it will not be able to reach the level of

14 4,000 orders per day for the industry until the end of September, 1997 -

15 eight months after Mr. Moulton's unsubstantiated claim to the FCC.

16 Further, Pacific estimates it will not be able to meet its internal

17 . forecast of demand until October, 1997, and that only means handling all

1B new orders on a timely basis. Pacific has no estimate of when it will be able

19 to also "clean up" the backlog of orders it has, other than to say that it will

20 occur sometime after October, 1997. Pacific's internal demand forecasts .

21 are lower than the forecasts received from the CLCs. If Pacific's demand

22 forecasts are too low, as I believe from reviewing them, the "crossover date"
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1 of Pacific being able to meet demand without increasing the backlog will be

2 later than October, 1997. Further, the October, 1997, "crossover date" is

3 dependent on Pacific implementing system upgrades in a timely and correct

4 manner - an assumption I do not share (see my next answer).

5 I conclude that Pacific did not adequately staff the L1SC, did not

6 adequately train the employees in the LlSC, and did not adequately test the

7 capacity of its employees and systems within the L1SC to meet a level of

8 demand even much below its own internal demand forecasts. Also, Pacific

9 never put one individual in charge of all key elements of resale of local

10 service, that is:

11 - staffing

12 - training

13 .systems

14 - processes

15 These responsibilities were scattered throughout Pacific's hierarchy, with no

16 accountability below the officer level.

17 To make matters worse, Pacific has continuously misled the CLC

18 industry concerning its capacity to handle orders in the L1SC and its ability

19 to expand that capacity. As of today, Pacific has still not taken effective

20 action to expand the L1SC capacity to meet future demand.

21 Pacific's actions in gating its competitors' ability to serve customers

22 has significantly hindered AT&rs. and presumably other CLCs', ability to
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plan a market entry program for the rollout of ~hat is for us. and other

CLCs. a new service to customers.

What conclusions have you reached about Pacific's systems

and processes for handling resale orders?

Pacific's systems and processes dUring the period October. 1996,

and continuing to date are highly manual. Even orders fed by CLCs such

as AT&T through an electronic NOM system have to be manually reentered

by Pacific's service representatives into their system.

Further, because in order to effectuate a migration order, Pacific

must issued a 0 order to its CRIS system and a simultaneous C order to its

CABS system. the potential exists for an actual disconnection of the

customer if the two inputs become separated. In order to prevent this

separation, the service representative is supposed to insert field identifiers

(FIOs) on both orders to keep the "C" and "0" orders connected. However,

the process is totally manual, and if the service representative either

neglects to do so or. as is more likely, makes a typographical error on the 2

FIOs so that they are not identical....then the orders do become separated,

and the customer can be physically disconnected.

Also. the service representative must separately and" manually input

the necessary information into the "411 Gateway" at the end of the process

so that migrated customers will appear in the directory assistance data

base. This entry is necessary because the "0" order entered into the CRIS
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1 system will purge the existing listing from the directory assistance data

2 base. If the information is not input in a timely fashion or is put in

3 incorrectly, the customer will be migrated but may not be listed or may be

4 listed incorrectly in the data base.

5 Pacific has yet to explain why it uses such highly manual processes

6 which increase the likelihood of error. Pacific has promised to upgrade its

7 systems by May 31, 1997, so that CLCs will be able to electronically

8 transmit orders directly to the necessary Pacific data bases - a process

9 referred to as ''flow through." However, based on Pacific's woeful record to

10 date in implementing system upgrades, I am highly dubious, to say the

11 least, that it will be able to meet this date. I reach this conclusion based on

12 AT&Ts most recent experience in late March/early April when a system

13 upgrade encountered diffieulties. and not only was delivery of new, higher

14 order volumes further delayed, but the L1SC actually operated at a lower

15 capacity for at least one week.

16 I concltide that Pacific inadequately planned. tested, and

17 implemented its systems and processes to provide service to CLCs.

18 Clearly the quality of service experienced by a retail customer of a CLC is

19 not now, nor has it been, at parity with the quality of service enjoyed by a

20 retail customer of Pacific.

21 Pacific failed to realize the likelihood of error that could be introduced

22 by the highly manual processes it had and continues to have in place and
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1 the likelihood of disconnections caused by having to enter separate "0" and

2 "C" orders into two separate systems with no automatic way of tying those

3 orders together.

4 These cumbersome, manual systemsarnfthe natural.human errors

5 of overworked, undertrained employees resulted in the following problems,

6 in addition to the previously discussed backlog:

7 - disconnections of migrated CLC customers;

8 - incorrect or missing listings in the directory assistance data

9 base;

10 loss of hunt group features by multi-line business customers;

11 - incorrect completion notices; and

12 - CSRs sent to the wrong CLCs.

13 On top of these many errors and the delays I referred to in my prior

14 answer, even when Pacific timely and correctly migrates a customer, it often

15 fails to issue a timely notice of completion to the CLC that the migration

16 took place. Pacific indicated in answer to AT&T data request No. 47 that,

17 . as of March 1, 1997, there were 6,271 orders on which Pacific had migrated

18. the customer but not sent a notice of completion to AT&T. Thus, AT&T

19 does not know that the customer now is its responsibility and cannot

20 effectively respond to customer inquiries nor bill the customer. In his

21 deposition Mr. Stankey estimated that Pacific would not be able to issue
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completion notices within the agreed-upon 24-hour period until sometime

after October, 1997. (Deposition of John Stankey, p. 131.)

Thus, because of these many problems, CLCs suffered a

deterioration in the customer perception of the quality of service they

provide, just at the critical juncture of market entry.

Are there any other examples of poor planning and execution of

its resale responsibility by Pacific?

One other area which struck me when I read the data responses and

depositions was the lack of leadership and coordination-among the many

necessary groups who were involved with the process.

For example, the account managers (those responsible for

interfacing with the CLCs) did not meet regularly with" either the systems

people or the L1SC managers. Much of their information was garnered from

casual hallway discussions.

Also, despite the fact that Pacific's account team was constantly

asking AT&T to forecast its demand, Pacific's chief forecaster for resale of

local service, Ms. Laura Schwartz, was not ever shown the AT&T forecasts

after December 20, 1996, despite the fact that she had been given prior

forecasts furnished from August through December. She indicated that had

she seen such forecasts, she might have revised her industry forecast

earlier than she did. (Deposition of Laura Schwartz, pp. 80-82, 92.)
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Also, it appears that Pacific's demand forecasts were n~t used by

those who were estimating the LIse capacity. Rather, Mr. Sinn indicated

he relied on actual experience, and Mr. Stankey did not see Pacific's

demand forecasts until over one month after assuming his current

responsibility.

Finally, it appears that Ms. Fetter, the President of Pacific's Industry

Markets Group, never requested a realistic timetable and work plan for

straightening out the problems at the LIse. (Deposition of John Stankey,

pp. 94-95.) This is surprising, because Mr. Stankey also indicated that Ms.

Fetter knew of the many problems at the LIse and brought him in to

manage it in January, 1997, because she found that Mr. Sinn was stretched

too thin with his other respon~ibilities to be able to effectively manage all

the issues he was facing. (Deposition of John Stankey, p. 97.)

Does this complete your testimony?

Yes.
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Ocaober 22, 1996

Mr. Robert V. Ulrich
District Mana,er
AT~T

4430 Rosewood Drive
Room 3.525
Pleasanton. CA 94581

Dear Bob.

V"~~
PA~IFICa8ELL-
A P~IC:ifje Tel••;" C:ompelly

This letter Is In response to your concc:ms about our Firm Orcfcr Commicment (FCC) mtCT'Ylll for
resalc orders. Previously, p"if~ Bell representatives agreed to a four hour interval for FO~. At
the time, we believed that thb was a reasonable and achiev1lblt commianent. How.ver, due to tbe
(&llly manull process in the LISC and some issues with me NOM feed, we are cum:ntly performin;
for outside this ranle. w~ estimate that our e:utrent perfonnance Is approxiroatel)' 48 \0 72 hours
from the time ~t receive your ordeT until me time that you receive OUT response. I am extremely
concerned about this And am pmonaUy ~orkini with the maD.sen in the LISe and our systems
orimiutlon to improve the performance to meet our previous commitment. Some of me probl~s
that we have identified lTe: universal staffing in the USC, inadequlIte 'Llffins in the LiSe, fully
manual order processing, IIld inconsistent flow Wcush NOM. Their pp closure plan is as fol1ows:-~

• Dedicated resources: The LISe sDIfTwill be divided 'by aecount. Titles .ffceted include
m;:magers. sem;c: ~presentatives.order wri=rs md n;~rs. .

• Inansed retourccs: Tbc LISe wiIIlTOw from appro1Cimazcly SO employees to I SO in
November. The new s:affwill be cxperje'l\ccd but will reqll~ some trainina to proeesa
faale onters. New atafl' lnC1'DbeTs will be l$Sianed CO .'C:OUDU dcpcndina en order volume.

• Mec:haniurion: Macro procramming was implemented on October 15th to increase service
order flow. NOM will be implemented in steps. f am 'Workilig with our systems or;anlzatjon
to obtain the implcmcniMion schedule. When I receive it. I will shAre it wim you. We U'C

also currently trouble shooting problems in Ihe 'NOM feed.
• Improved communications: Daily order activRy will be shated 011 the II :30 conference call

evcry weelcclay. AT&T and P·S representatives will cont'inn ordtr receipt and statuS and
idmtitY My preblema for resolution. This activity will continue unul the order flow has
stabilized.

Given the abovc changcs, the USC manacen believe that Cbey can return to • 4 hour FOC intCf'Va1
b)' 'November 15th. I realize that this is several weeks from now and mot your order yolumes are
increasing durin; this time. I will continuc to work with lb. LISC fl'lana;crs to find incremefttal
gains over the next few weeks. Our first loal.will be to stabilize our interval below 41 hours. Our
sboTt t.:rm soal wlll be to rapond to all ordcT'S on the day dlat we Mceive tbem. I win ranain in
close ;ontact with you to communicate our status on this sinaation.

I understand that you have concerns about our order proccuing and its effcct on your proc:cJSe,.
Wbcrever possible. we ....·lII.nc:mpt to worlc around the inferval de~ys so that me impact to your
proccsses i, minimized. Pleuc Jet me ~owwhat other concerns you bave. I can be reached at
(415) S45-1910.

~c6--~
eaf')'ft Moir
Director

WQ~.J. ~uno~~~ .1.~.1.~

SLP6 loS6 .t~

~~:st 966t-Z~-.1.~O
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October 24. 1996

Ms. Lois A. Hcdg-pedJ
VlCC President
pac:ific ScaleS Local Service Oqanizaaon
CorrmnwCloons ScrYicel Group
AT&T
795 Fobom Saat. Room 516
San Francisco, CA 94107

PACIFiCa_ELL.
A PlCirlC Tel.elf ComNny

Dear Lois,

"Ibis letrcr is a response to your coacems about the mechanization of me resale on:Icr flow
intO our business office. As I discU$sc4 with you yesterday. the mechanization timcline is
as follows:

MU§lpDG

On.Une~g

NDM Darabase

On-Line Dazabue viewing

E911 and Listings Interface

Impact Ia!;

Improves n:sourcc assisnment by 11/5196
mechanically wisniD. and loging servi~
~uests. Enables report creation.

ES1Bblishcs link between NOM feed and 11/26196
se:rvice reguest daCibase Eliminates NOM
feed to prinrcrs. PlCilitacs order CDU')'.

Enables input aDd viewing &0 service request 12117196
database

.-
611 and Ustinp !nfomwion will flow.. IJ)6
through systems without re.cDay.

•
In addition. we believe that we willachievc automated order flow·throuSh far basic
exchange~ces approximately May 31, 1997. This date is lerttauve and subject to
ctw1ge depeQding on camplc1ion orteasi~~ analysis and dellil requirements.

Please can me ifyou have any questions.

Sincerely,

ee:tt 966t-SZ-l~

10:tt 96/;~/at
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December 4, 1996

INDUSTRY MARKET 415 541 0665 P. e1/01

PACIFICI:tBELL.
A Pacific Telesis Company

(J1J,c. rc l·H~-~

Ii. ()e~ch.

Ms. Mary Ann Collier
4480 Willow Road. Room 100
Pleasanton. CA 94588

Dear Mary Ann:

Thank: you for your correspondence dated December 3. 1996 regarding the ongoing
capacity of our LISe (Local Interconnection Service Center) relative to resale oroers.
As you know, we have been working diligently to provide the required capacity to -, ~.

suppon your resale business requirements.

To that end. we have provided you with a timeline which addresses our mechanization
effons leading to complete order flow-through for basic exchange service.... Our LISe
capacity to process orders is increasing coincident with that effort.

As we have discussed previously, the current overall LISC capacity is approximately
400 orders per day. Upon completion of additional mechanization efforts. we will move
to approximately 2,000 orders per day by the end of January 1997. This capacity will
again increase as incremental mechanization is completed and force augments occur.
As you know, these numbers represent our overall capacity which is allocated based on
demand.. Finally, on a going forward basis, it would be very helpful if you could begin
to provide us with a daily forecast of your demand. This will assist us in our planning
as we continue our effons in meeting your resale requirements.

Please give me a call if you have any further questions on (415) S45-1170.

Sincerely,

TOTAL p.e1
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Fedc=ral CommmaicatlQDS Cgmmj:fsiOl1

1919 M Street, NW, Rcorn 114
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Dar ChCrmm Htmdt=

\ .

We just lamed that AT~T is puhlicly misstating OQI' g,pa!rility to provisia: ardas tram
CLe's far lcca1 ~bancc scmc:c. w. want bmnec!iall:ly to =rt=t== crrw. _ mab
clear that KCe$S 10 cur ordc:ziu& sylit=ms I11DWS CI.C c:dcrs to be prcmptly~ timely
pracessed,~with all the~ af1bc...T.lecom Act cd Commission
zqul.atieJlu.

At aPU~ In Washingum. !>.c. onDcc"~6, AT.t1" aid Pdc:
1IIawd anty 1:Ic able ta prtICCSt 400 ardcrs & dey in 1997. _ wea.t au tQ say tbis pat
'lIfQuld permit the~ atanly 2.00,000~ in 1991. We YC'C stamd 'ED.
S\ICh a 2t'OSS missDM eftl= facts. Eadicr dU$ year~m.dr: dear, iii'~=s. to

A'Ir.T that eNr iDitia1 gpadty waalcf be: 400 ordc:ra ••Y. but tbI% we~ ta
~yRmp lbatup to 2000 crdc::I a day in Jmua:y of1997 u demand W:reued. We
-=t em. 1;1) explainT!aat Ibis ...,.mlity -au1d cxpaz&l.vea. mote when btb8r
mec:h'PiDrfon steps U'Cimpl~ iA t!x'5:st hal!ott997. We also~ cur
c:o=mitmeat ta wmk Wi%h ATI:T 10.prOmptly pt'DCASS all their 0fdeIs. We cfic! marian
that we thoqa'ht it reasonable for 1hemto pzovide f=a:astJ ofdcmazscl~we coq14 be
pxepllfc:d to D:Lce:t aU their~ Acached is our kUcr ta AT&T 'miDg tam this
izzlc:marloc. .

Since zbea. we-have accdcm=!~ cffcru 'bcyed _hilt~ told AT.'I'. We DOW M1I 'be
~ to hmc!Je 2000 ordc:r:s a day by "...-S Cir.c!, az;sd 4000 =dc:s • day ay the cad af
1anuary,1997. Ju nateci in OUl' Ictb:rto AT"T. we wi111UP1i= curfcm:.c as D :SSIIIY
to ma" sure aU CLC cm!CZ3 are processed. in the SlIm&: time fra.au:s. m1 with~
difference mcustelnl:rperception as "'t: proc:csI our~ ordcs.

_--. <.II.
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Going ltaycmd tbae basic cammitmmts, omrccem artritrall!d acreement with AT&T
contains sevGby pro~isicmswhidl bar on AT&T's iDcome:t 5ta!ement. Prier to the
mit:ra:ticn, we off'uccl AT&T electronic ac:=u to all oar sappart systems. and .
e:ncOQl'1lS=d them 10 wod: with us to haove $UGh a system fully operational Dc:f'cr= the c:Qd

of 1996. ATIJ:.T refused our request. insilting lmt=d en their own sp=iaUy Qe,iancd
system. Arbitratlcn fa1lawed, mel crur lIrbiu'stioD asr=m=t adapts AT"T's propaJll1
and provides an implementation sehcdulr:. It wnI take some time: to~ the I)'Jtcm

AT"T requested, due: in large part to the: faa that it is based on national staDda:ds ~CA
do Mt yet exist.

Until AT~T',~ is implamcnb:ci, we ar=~diDB (as AT.t;T requeste4) ltD int:rlm
form of dec1%'Onic a=:ess to our ordmng syswn.. We iII'I! rac;ai....u:a2 ctd.c:rs tbtou&h tlut
system today, cdhave: gmunittcd our business tc process AT&:T'$ orders - md the
order, afell)' other CLC IS wen - so that there is no ditrtrret1c:e in ClU'tamer pc::rcel'ticm
.in d1c ordering proccss and scrW:e is provisicncd in the same time that PKific: proYiliom
it1l awn, like sc:rvil:CS.

We: Dote, ho~.1hatDone otthis will be possible without the coopc:ntio: ofAT~T
and. other 1:lI:riers. We need !on:casrs~~andfrom all cmien aDd orders th.u are fn:i:....
ofenpl"!. ATlI;T, 8Z1d athm, Nve p;;id;dljttle in me way ofreliable forccucs and _
their ard=n have: contained numerous errors. We have: provided 1111 c:an'iers "tJrith our CLC
Handbook which sets forth useful iaformatiCln fer CLCs, inclwmg how to correc:tly
process and s=d orde:s to our Loc:al Intc:=m=:!ionS~ Cc::mer (LISC). We have
also held wcrbhoplii with many camers, includ.ins ATkT. providing furtbcr ="zmatiCln
en order processing. DS#f& these effiu1'3, we c:cntinuc to teeeivs from AI4;I !IZ1d gtbc:
;aniors. orda~ which coDlD1 numm-ous. time-snnsua,;ng ;m:U., aClday, 17-2tWo oftl=
sel'Ylc:e Cii'ders a=t to us bY etcs have errors that must be cart=tcd.)

. bur 'stalzdcd is to proc::ess orders in the nmc: fashiCln and the: same tim.. as we prcc:c:ss our
awn orac::r:s. Bw;. it will take some reasonable level ofcoapcra%icm from CLCs in order
far art)' LEe to meet~&~, regardJess ofthe processes usecl. Umiub!rjp,~
.fi.cts in a larp indvsh'yg~ where many ample!. ot'tbc FCC am pnesent is..
"Alers lac& ofc9C?'pg!tioawc _ we Ire o!frp II Pod start. Natwithstmdin.; these
1diidS ofactions, 1lIe will c:ominuc !c fI:1ect ClUf~mmitmcnt5 under the A=t. mel to our
c:ustDmars.
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BW)(PACIFIC-BELL) (PAC) Pacific Bell Responds to MCI Allegations

Business Editors

SAN FRANCISCO--(BUSINESS WIRE)--Dec. 12, 1996--Pacific Bell
today said a complaint filed by Mel with the California PubliC
Utilities Commission is a transparent, self-serving attempt to
manipulate regulators and unfairly influence the outcome of telephone
competition.

At the heart of the matter is MCI's determination to hasten its
entry into the local phone market While creating regulatory stall
tactics to delay Pacific Bell's entry into California's high
profitable long distance market.

"This complaint from MCI is just one more brazen attempt to
stampede California regulators,lI said Lee Bauman, Pacific Bell's
vice president for local competition. IIMCI's action is carefully
timed. Next week the CPUC will act on the arbitrated
interconnection agreement between MCI and Pacific Bell. That
agreement is vital to MCI's interests in providing local service,
and equally important to Pacific Bell as one more prerequisite to
its entry into the long distance business.

"Although we haven't seen their complaint yet, MCI is hardly in a
Position to accuse another company of inefficiency in its approaCh to
local competition," Bauman continued .... IIFor example, MCI refuses to
use the electronic order system that Pacific Bell designed to the
specifications of local competitors. ATLT and others are using it
today to speed along their customer service. Instead, MCI insists on
using "snail-mail ll to ship Pacific Bell thousands of orders in
cartons. We have to dedicate hundreds of people to process MCI's
orders by hand, fix a myriad of MCI errors, and input those orders
into our electronic system. II

Bauman reiterated that Pacific Bell is highly motivated to make
sure local competition proceeds quickly and effectively, and will
work With Mel and any other competitive local carrier to address
problems as they arise.

Pacific Bell is a subsidiary of Pacific TeleSis Group, a
diverSified telecommunications company based in San Francisco.
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Ms. Mary Ann Collier
Pacific States Local Infrastructure
Access Management Vice President
4480 Willow Road, Room 100
Pleasanton. Ca 94588

Dear Mary Ann:

PACIFICDBELL ..
A PacificI~si~nnv

~~Ht 1~5 f,J.;." 1

This is a follow up letter to my last correspondence dated December 4. 1996 to clarify the
ongoing capacity of our USC (Local Interconnection Service Center) relative to resale
orders. In my last letter, we were at an overall level of approximately 400 orders per day
with a projected level of approximately 4,000 orders per day by the end of January 1997.

Since my laSt letter, we have continued to ramp up our capacity coincident with additiow J.

force augments and have leveraged the learning CUIVe associated with our real-time
experience. Last week, we added 50 additional resources and 2 full time second level
managers.We will also be adding a full time director before the end of the month to support
the USC operation.

Although our last letter on December 4, 1996 reflected an overall level of 400 orders a day,
we have already surpassed this level and we are aggressively increasing our productivity.
We will continue to augment our force as necessary to accommodate demand. In addition.
our implementation ofincreased mechanization will continue to increase the USC capacity.

On a going forward basis, we would appreciate your continued efforts to give us accurate
forecasts of your resale demand.

~
Jerry Sinn
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